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a proposal and their comparison with 
the costs of performance of the result-
ing contract. Such comparisons provide 
one important basis for financial con-
trol over costs during contract per-
formance and aid in establishing ac-
countability for costs in the manner 
agreed to by both parties at the time of 
contracting. The comparisons also pro-
vide an improved basis for evaluating 
estimating capabilities. 

9905.501–30 Definitions. 

(a) The following are definitions of 
terms which are prominent in this 
Standard. Other terms defined else-
where in this chapter 99 shall have the 
meanings ascribed to them in those 
definitions unless paragraph (b) of this 
subsection requires otherwise. 

(1) Accumulating costs means the col-
lecting of cost data in an organized 
manner, such as through a system of 
accounts. 

(2) Actual cost means an amount de-
termined on the basis of cost incurred 
(as distinguished from forecasted cost), 
including standard cost properly ad-
justed for applicable variance. 

(3) Estimating costs means the process 
of forecasting a future result in terms 
of cost, based upon information avail-
able at the time. 

(4) Indirect cost pool means a grouping 
of incurred costs identified with two or 
more objectives but not identified spe-
cifically with any final cost objective. 

(5) Pricing means the process of estab-
lishing the amount or amounts to be 
paid in return for goods or services. 

(6) Proposal means any offer or other 
submission used as a basis for pricing a 
contract, contract modification or ter-
mination settlement or for securing 
payments thereunder. 

(7) Reporting costs means the pro-
viding of cost information to others. 

(b) The following modifications of 
terms defined elsewhere in this chapter 
99 are applicable to this Standard: 
None. 

9905.501–40 Fundamental require-
ment. 

(a) An educational institution’s prac-
tices used in estimating costs in pric-
ing a proposal shall be consistent with 
the institution’s cost accounting prac-

tices used in accumulating and report-
ing costs. 

(b) An educational institution’s cost 
accounting practices used in accumu-
lating and reporting actual costs for a 
contract shall be consistent with the 
institution’s practices used in esti-
mating costs in pricing the related pro-
posal. 

(c) The grouping of homogeneous 
costs in estimates prepared for pro-
posal purposes shall not per se be 
deemed an inconsistent application of 
cost accounting practices under para-
graphs (a) and (b) of this subsection 
when such costs are accumulated and 
reported in greater detail on an actual 
cost basis during contract perform-
ance. 

9905.501–50 Techniques for applica-
tion. 

(a) The standard allows grouping of 
homogeneous costs in order to cover 
those cases where it is not practicable 
to estimate contract costs by indi-
vidual cost element. However, costs es-
timated for proposal purposes shall be 
presented in such a manner and in such 
detail that any significant cost can be 
compared with the actual cost accumu-
lated and reported therefor. In any 
event, the cost accounting practices 
used in estimating costs in pricing a 
proposal and in accumulating and re-
porting costs on the resulting contract 
shall be consistent with respect to: 

(1) The classification of elements of 
cost as direct or indirect; 

(2) The indirect cost pools to which 
each element of cost is charged or pro-
posed to be charged; and 

(3) The methods of allocating indi-
rect costs to the contract. 

(b) Adherence to the requirement of 
9905.501–40(a) of this standard shall be 
determined as of the date of award of 
the contract, unless the contractor has 
submitted cost or pricing data pursu-
ant to 10 U.S.C. 2306(a) or 41 U.S.C. 
254(d) (Pub. L. 87–653), in which case ad-
herence to the requirement of 9905.501– 
40(a) shall be determined as of the date 
of final agreement on price, as shown 
on the signed certificate of current 
cost or pricing data. Notwithstanding 
9905.501–40(b), changes in established 
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cost accounting practices during con-
tract performance may be made in ac-
cordance with part 9903 (48 CFR part 
9903). 

(c) The standard does not prescribe 
the amount of detail required in accu-
mulating and reporting costs. The 
basic requirement which must be met, 
however, is that for any significant 
amount of estimated cost, the con-
tractor must be able to accumulate and 
report actual cost at a level which per-
mits sufficient and meaningful com-
parison with its estimates. The amount 
of detail required may vary consider-
ably depending on how the proposed 
costs were estimated, the data pre-
sented in justification or lack thereof, 
and the significance of each situation. 
Accordingly, it is neither appropriate 
nor practical to prescribe a single set 
of accounting practices which would be 
consistent in all situations with the 
practices of estimating costs. There-
fore, the amount of accounting and sta-
tistical detail to be required and main-
tained in accounting for estimated 
costs has been and continues to be a 
matter to be decided by Government 
procurement authorities on the basis of 
the individual facts and circumstances. 

9905.501–60 Illustration. [Reserved] 

9905.501–61 Interpretation. [Reserved] 

9905.501–62 Exemption. 
None for this Standard. 

9905.501–63 Effective date. 
This Standard is effective as of Janu-

ary 9, 1995. 

9905.502 Cost accounting standard— 
consistency in allocating costs in-
curred for the same purpose by 
educational institutions. 

9905.502–10 [Reserved] 

9905.502–20 Purpose. 
The purpose of this Standard is to re-

quire that each type of cost is allo-
cated only once and on only one basis 
to any contract or other cost objective. 
The criteria for determining the allo-
cation of costs to a contract or other 
cost objective should be the same for 
all similar objectives. Adherence to 
these cost accounting concepts is nec-

essary to guard against the over-
charging of some cost objectives and to 
prevent double counting. Double count-
ing occurs most commonly when cost 
items are allocated directly to a cost 
objective without eliminating like cost 
items from indirect cost pools which 
are allocated to that cost objective. 

9905.502–30 Definitions. 

(a) The following are definitions of 
terms which are prominent in this 
Standard. Other terms defined else-
where in this chapter 99 shall have the 
meanings ascribed to them in those 
definitions unless paragraph (b) of this 
subsection requires otherwise. 

(1) Allocate means to assign an item 
of cost, or a group of items of cost, to 
one or more cost objectives. This term 
includes both direct assignment of cost 
and the reassignment of a share from 
an indirect cost pool. 

(2) Cost objective means a function, or-
ganizational subdivision, contract, or 
other work unit for which cost data are 
desired and for which provision is made 
to accumulate and measure the cost of 
processes, products, jobs, capitalized 
projects, etc. 

(3) Direct cost means any cost which 
is identified specifically with a par-
ticular final cost objective. Direct 
costs are not limited to items which 
are incorporated in the end product as 
material or labor. Costs identified spe-
cifically with a contract are direct 
costs of that contract. All costs identi-
fied specifically with other final cost 
objectives of the educational institu-
tion are direct costs of those cost ob-
jectives. 

(4) Final cost objective means a cost 
objective which has allocated to it both 
direct and indirect costs, and in the 
educational institution’s accumulation 
system, is one of the final accumula-
tion points. 

(5) Indirect cost means any cost not 
directly identified with a single final 
cost objective, but identified with two 
or more final cost objectives or with at 
least one intermediate cost objective. 

(6) Indirect cost pool means a grouping 
of incurred costs identified with two or 
more cost objectives but not identified 
with any final cost objective. 
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